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Retailers Are Increasingly “Going Experiential” In Order To Stand Out, Repurpose Space, And Protect Against Industry Headwinds

The U.S. retail sector and, by extension, the consumer supporting it, is coping with numerous headwinds. While the U.S. economy has
generally been considered to be strong over the last decade, inflation has risen, wage growth has been tepid, consumer debt levels are
rising, and healthcare costs have grown at more than 8% annually. A financially stretched consumer, coupled with the rise of e-commerce
and an oversupply of retail square footage means that retailers have to work harder and be more efficient than ever to attract and retain
consumers.

This is not to say the retail sector is doom and gloom – many retailers are thriving and adapting to changes in the economy. That said, both
retailers and landlords have been forced to continually assess their strategies in order to stay competitive. In this context, “Retail-tainment”
(Retail + Entertainment) is an important, growing trend. While consumers may turn to Amazon for commodities and convenience, well-
executed retail-tainment concepts attract customers to physical locations and keep them there for longer visits. This, in turn, drives
purchases.

The concept of merging retail and entertainment is not new. Examples such as book signings and Chuck E. Cheese’s have been around for
years. But the scale of retail-tainment options has grown considerably over the past decade. At one end of the spectrum exists multi-million
dollar entertainment concepts like HeyDay Entertainment, a family entertainment center with bowling, laser tag, mini golf, arcades, and a
huge bar. These concepts can stand alone or on a smaller scale, repurpose large spaces (e.g. defunct big box space). At the other, retailers
both small and large have incorporated experiences into their retail offering in order to generate buzz and excite their customers. For
example, K-Supermarket in Finland invited 100 customers to spend the night at its air conditioned store in Helsinki during a recent heat
wave, while Wal Mart threw a “Toys That Rock” party in New Jersey last year, where kids could play with the season’s hottest toys, take Santa
selfies and participate in multiple coloring booths.

Source: LBX Investments and Creditntell Analysis Using BLS Data

Line Item 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 CAGR

Average Consumer Unit 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50

Spend $49,638 $50,486 $49,067 $48,109 $49,705 $51,442 $51,100 $53,495 $55,978 $57,311 $60,060 1.9%

Net out:

Food at Home $3,465 $3,744 $3,753 $3,624 $3,838 $3,921 $3,977 $3,971 $4,015 $4,049 $4,363 2.3%

Alcoholic Beverages $457 $444 $435 $412 $456 $451 $445 $463 $515 $484 $558 2.0%

Housing $16,920 $17,109 $16,895 $16,557 $16,803 $16,887 $17,148 $17,798 $18,409 $18,886 $19,884 1.6%

Transportation $8,758 $8,604 $7,658 $7,677 $8,293 $8,998 $9,004 $9,073 $9,503 $9,049 $9,576 0.9%

Healthcare $1,545 $1,653 $1,785 $1,831 $1,922 $2,061 $2,229 $2,868 $2,977 $3,160 $3,414 8.3%

Education $945 $1,046 $1,068 $1,074 $1,051 $1,207 $1,138 $1,236 $1,315 $1,329 $1,491 4.7%

Cash Contributions $1,821 $1,737 $1,723 $1,633 $1,721 $1,913 $1,834 $1,788 $1,819 $2,081 $1,873 0.3%

Personal Insurance $5,336 $5,605 $5,471 $5,373 $5,424 $5,591 $5,528 $5,726 $6,349 $6,831 $6,771 2.4%

$10,391 $10,544 $10,279 $9,928 $10,197 $10,413 $9,797 $10,572 $11,076 $11,442 $12,130 1.6%

E-Commerce Sales 3.4% 3.6% 4.0% 4.5% 4.9% 5.4% 5.8% 6.4% 7.2% 8.0% 8.9% NA

Net $10,038 $10,164 $9,868 $9,481 $9,697 $9,851 $9,229 $9,895 $10,279 $10,527 $11,050 1.0%

National Retail SF Per Capita 23.74 24.11 24.17 24.07 24.00 23.90 23.82 23.76 23.72 23.66 23.58 -0.1%

US PP Retail B&M Spend $423 $422 $408 $394 $404 $412 $387 $416 $433 $445 $469 1.0%

Inflation 2.85% 3.84% -0.36% 1.64% 3.16% 2.07% 1.46% 1.62% 0.12% 1.26% 2.13% (Average) 1.8%

US Bricks & Mortar Spend Per Capita Has Lagged Inflation And Has Been Dragged By Rising Healthcare And Education Costs

https://www.heydayfun.com/


As The Importance Of Foot Traffic Is More Widely Appreciated, Retail-tainment Uses Can Increase Foot Traffic At A Center

In response to rapidly shifting consumer preferences, retail-tainment tenants have become a viable option for landlords. Some examples, per
our head of leasing: “The movie theatre industry has radically changed its presentation and bowling has kind of reinvented itself. And Dave &
Busters is no longer an arcade – it’s a destination and a corporate eventing atmosphere where you go to hang out or view sports. Bowling had a
classic old 70s hairdo guy smoking in a lounge; now it’s an up-late, glow-in-the-dark destination with a growler bar in the middle of it.” The
potential benefits to adding these types of tenants to a center are clear: experiential retail increases foot traffic, creates synergies with
neighboring tenants, typically attracts a younger demographic, and can often slot into defunct big box space. Types of uses ranging in average
size from 2,174 – 37,474 SF were outlined in a recent report by JLL, for example. These include competitive socializing (SPiN ping pong),
beercades (Barcade), “eatertainment” (Dave & Busters), VR arcades (VR Junkies), e-sports lounges (Gameyard) and escape rooms (Escape
Reality). Eatertainment, JLL noted, may be seeing slower growth due to its early saturation in major markets.

Some challenges to adding these tenants are (1), outside of corporate operators such as Urban Air and Dave & Busters, the retail-tainment
space has a high concentration of smaller franchise operators. This, in turn, can adversely impact the credit quality of a center’s tenant roster
(especially for larger uses). Additionally, smaller concept retailers are typically less evolved, which can present risks in more demanding,
sophisticated markets; (2) The sector is chameleon-like, with a wide array of concepts that are not as well-refined or understood as traditional
uses such as apparel and sporting goods; and (3) tenant buildouts can be expensive.

Of note, former retail properties can also transform to non-retail uses, including medical, office, multifamily, storage and more. The most cited
example of adaptive reuse, for example, may be a repurposed Wal-Mart in McAllen, TX, which is now the largest single-story library in the U.S.
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Entertainment Uses And/Or Repurposing Big-Box Space Can Make Sense In The Current Climate

(3) Comparing Shifts in Retail Spending (4) The $24MM, 124,500 SF McAllen Main Library, A Former Wal-Mart

Metric
Traditional 

Retail

“Non-
Traditional” 

Retail

% of Retail 
Spending in 

2006
76.3% 23.7%

% of Retail 
Spending in 

2016
61.2% 38.8%

Change (15.1%) +15.1

Sources: (1) Digiday; (2) LBX Investments; (3) Colliers and GlobalData; (4) sirsidynix.com

52%

49%

45%

A new retail store
or shopping

center opened
near me

Entertainment or
food options

I'm buying online
and picking up in-

store

Retailers That 
Shut Down

Retailers 
Closing 
Stores

Retailers 
Downsizing (and 

Thriving)

Sears (Avg: 68K 
SF)

JCPenney 
(Avg 110K SF)

Target (20-40K 
vs. 130K SF)

Toys R Us (Avg: 
20-50K SF)

Macy’s (Avg 
181K SF)

Burlington (35-
45K vs. 80K)

Babies R Us (Avg 
20-30K SF)

Office Depot 
(Avg 20K SF)

Nordstrom (3K 
vs. 140K SF)

(1) Top Reasons Why Millennials and Gen Zers Are Visiting Stores (2) Big Box Players Are Downsizing – There is Vacant Space to Fill



“Nordstrom’s Manhattan Men’s Store lets visitors navigate their experiences via a mobile app. Shoppers select 
what they’d like to try on, and Nordstrom sets up a dressing room in advance. Shoppers can also order 
cocktails or coffee while they try on their clothes. Anyone who thinks department stores are passé should look 
at Nordstrom, which has managed to use technology and a commitment to the customer experience to 
evolve its brand in the digital age.” – CMO.com, 2018

“Right next to its New York City store, Casper has launched a branded nap destination called the Dreamery. 
For $25, customers can catch a 45-minute nap inside little sleeping pods, furnished with Casper mattresses 
(obviously) as well as Casper sheets, pillows, blankets, socks, and an eye mask. Staff will provide fresh linen for 
every nap, and also on loan are pajamas by Sleepy Jones, a toothbrushing set from Hello, face wash from 
Sunday Riley, and audio tracks from Headspace — you know, all the necessary sleep accoutrements any 
Instagram-fluent millennial could desire.” – Racked, 2018

“UK-based Hotel Chocolat is expanding its footprint across the continent, recently striking a new franchise deal 
to stretch out its presence in Denmark. Chocolate lock-ins, where people pay £10 to receive VIP treatment 
and partake in chocolate tastings at a premium location, were cited as a key customer engagement tactic in its 
last financial year.” – The Telegraph, 2017 (Note: Hotel Chocolat’s profits doubled from 2016-17) 

“The House of Vans in London certainly lives up to the company motto of being “off the wall”. A location 
where art, music, BMX, street culture and fashion converge, you can find almost everything you can imagine 
across the 30,000 square feet building. Amongst a cinema, café, live music venue and art gallery, the bottom 
floor holds the most unique feature of the building; the concrete ramp, mini ramp and street course. 
Designed by skaters, for skaters, the park is free to use and accepts those as young as 5 onto the ramps … 
Nothing better epitomises the Vans brand than a space where young people can not only shop but 
spontaneously socialise.” – The Storefront, 2017 

“The Nike New York store has to be one of the most outstanding examples of 'retailtainment’. The space 
bridges the gap between digital and physical platforms. This is no better achieved than in the Nike Basketball 
Trial Zone. Found on the stores fifth floor, the area devoted to the category comprises of half a court in size, 
with a 23-foot ceiling. Customers are invited to trial and test the basketball shoes on the court. High-definition 
screens that surround the area recreate famous neighbourhood courts, so fans can experience the closest 
thing to their sporting nirvana.” – The Drum, 2018

“Wal-Mart has invited Stetson-wearing professional bull riders and their mounts to appear at 40 of its U.S. 
stores this year and another 200 next year, an effort to provide what the retailer’s executives call “retail-
tainment.” Bulls and their riders affiliated with the Professional Bull Riders tour showed up at events at Wal-
Mart stores in Sioux Falls, Little Rock and Las Vegas earlier this year. The riders signed autographs while caged 
bulls looked on, and the appearances were a hit with customers.” – Forbes, 2016

“Our Bowlero project is probably the best example of a hybrid space at a stand-alone venue. We tapped into 
the trend for mixing bowling and night clubs while still welcoming regulars from the bowling league. The 
brand is all about modern nostalgia, so we have a lot of vintage stuff – pinball machines as signage and old 
movies playing on the big screen. It invokes memories for older generations and gives Gen Z and Millennials 
that all important Instagrammable moment.” – CallisonRTKL, 2018

Sophisticated Brands Are Connecting With Shoppers By Providing Meaningful Experiences 

In last month’s research piece, we highlighted three retailers that are successfully blending online and offline strategies in order to drive both
top-line growth and organization efficiencies: Home Depot, Kroger and Best Buy. In today’s climate, they are succeeding because they are
offering hands-on, authentic experiences. Kroger, for example, acquired Murray’s Cheese and has upgraded their cheese section at stores
across the country. Best Buy – ranked one of the top 10 experiential retailers by JLL in 2018 – places a heavy emphasis on customer service
and staff training in order to provide a high quality in-store experience. Home Depot created solution centers, spaces where customers could
get answers to complex questions about home improvement projects. The smartest retailers today are focusing on creating positive in-store
experiences for shoppers. In 2018, JLL wrote a piece entitled, “What Shoppers Want And How Retailers Can Deliver”; in it, the writes argue
that positive experiences must be intuitive, human, meaningful, immersive, accessible, and personalized. We took a look at several brands
(not all retailers) that are providing innovative experiences that bring them closer to their customers (below).

Selected Examples of Creative “Retail-Tainment” Strategies
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Retailers Are Transforming Their Stores From Boring To Entertaining To Boost Sales And Traffic

https://www.lbxinvestments.com/market-commentary/2019/2/7/insight-into-harmonized-retail-strategies-of-three-of-todays-leading-companies
http://retailblog.jll.com/2018/05/21/what-shoppers-want-and-how-retailers-can-deliver/
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Bowlero Incorporates an Arcade, Old Movies and a Bar Into a Bowling Experience Targeting Gen Z and Millennials

Target’s Winter Wonderland Pop-Up Opened in 2015, Featuring A Jumbo Etch-A-Sketch 


